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program such as changes in service requirements relating
to quantity and performance, decisions to incorporate new
technology, and reactions to newly discovered threats. The
latter source, funding instability, is the result of frequent
budgetary changes to a program coming from various of-
fices within the service itself, the office of the secretary of
defense, the Office of Management and Budget, and the
Congress. Again, of course, these two areas arc strongly
interrelated.

The emergence of management impacts and funding in-
stability as major causes of cost and schedule growth is
not unique to the Air Force. In 1985, [lie Army Materiel
Command did a similar study of cost and schedule growth
factors in nine Army programs.2 As shown by the data in
Figure 3, changes in requirements were, overwhelmingly,
the principal cause of cost and schedule growth for these
weapon systems; funding instability was important as well,

2Arwy Materiel Command, Army Affordable Acquisition Ap-
proach, Washington, D.C., September 1985 (not ye! released).

Figure 2. Major factors affecting cost and
schedule growth on the 55 Air Force programs
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External management

and technical problems remained significimt too. Thus, the
Army data confirm the findings of the prior Air Force
study and, albeit for a smaller statistical sample, indicate
an even greater degree of impact from requirements
changes. The data in Figure 4 (p. 6), for example, clearly
show the effect of dramatic changes from year to year in
the quantity of systems ordered. As would be expected,
the funding available for a program, tbe quantities or-
dered, and the rising unit costs (in part attributable to the
reduced quantities) are strongly interrelated, and determin-
ing which is the cause and which the effect can he very
hard to do.

What is the overall effect of instability on the planning
and budgeting process? The following scenario is com-
mon. After receiving guidance from the president and the
secretary of defense, the service initially assumes that a
certain total number of dollars will he available to procure
a certain quantity of various weapon systems. Then, typi-
cally, first the president and later the Congress reduce the
total ohligational authority. In order to maintain the effi-
ciency of the programs affected, the proper way of taking
such an overall budget cut is to prioritize programs and
then defer or cancel enough lower-priority programs to ab-
sorb the reduced dollars. Historically, however, this has
not happened because both the Defense Department and
Congress have been reluctant lo cancel programs.

Instead, the approach has been lo simply buy fewer of
each system in the current year and buy ihc rest in later
years, thereby stretching out all of the programs. The con-
sequences of this approach are serious. Because ihc quan-
tities of equipment being produced in any one year are
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